
v

THE COMMISSION SHOULD REJECT BELLSOUTH'S PROPOSED HISTORIC COST
ADJUSTMENT AS EMBEDDED COST PRICING WHICH IS PROHIBITED UNDER THE

FEDERAL ACT

Both this Commission and the FCC have rejected historic or embedded cost studies in

favor of TELRIC. As previously noted, BellSouth's proposed historic cost adjustment is nothing

more than a rate proposal based on an embedded cost study. The Commission should therefore

reject BellSouth's historic cost adjustment and proceed to analyze the TELRIC rates proposed by

BellSouth.

BellSouth may argue that it is unfair set rates for CLECs without consideration of actual

historic costs. While admittedly BellSouth will have to pay these costs, extensive testimony was

presented that a participant in a competitive market cannot charge more than forward-looking

costs. 50 Further, rejecting BellSouth's proposed historic cost adjustment will not eliminate all

embedded costs from its proposed rates. BellSouth's TELRIC study includes certain assumptions

regarding its existing network, e.g., cable routing, that influence the proposed rates. 51

VI.

THE COMMISSION SHOULD REDUCE BELLSOUTH'S PROPOSED TELRIC RATES TO
REFLECT FORWARD-LOOKING COSTS

ACSI has examined the cost studies prepared by BellSouth and determined that BeliSouth

has relied on a number of cost assumptions that are not forward-looking. Accordingly, ACSI

recommends that BellSouth's proposed TELRIC rates be adjusted to reflect the following:

50

51

E.g., Kahn, Tr. 2457-58; Cabe, Tr. 1659-62; Wood, Tr. 1421.

Wood, Tf. 1421.
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1. Depreciation Rates

The depreciation rates used by BellSouth in its cost study are those it uses for financial

reporting purposes and are not appropriate for a network designed solely to provide

narrow band, voice grade services. ACSI recommends an adjustment to BellSouth's

depreciation rates based on the service lives prescribed by the FCC for BellSouth in 1995,

which is the most recent data available. 52

2. Cost of Money

The cost of money rate used by BellSouth in its studies is the 11.25 percent approved by

the FCC in 1990. ACSI recommends an adjustment based on the 9.35% cost of money

proposed by Staff's Witness Legler. 53

3. Distribution and Feeder Utilization

The facilities utilization (fill factors) used by BellSouth were based on actual historic

relationships reflecting embedded technologies. ACSI recommends an adjustment to

BellSouth's proposed rates to reflect feeder and distribution fill factors, estimated by

ACSI witness Dr. Kahn, which are more appropriately forward-looking. 54

4. BellSouth's Loop Sample

BellSouth based its investment estimates for the loop on a sample of residential and small

business loops which excludes significant service classifications, such as ESSX 55 ESSX

loops are among the shortest loops on the BellSouth system. Id. The result of excluding

52

53

54

55

Kahn, Tr. 2407-10; ACSI Exhibit NO.3.

Legler prefiled Direct Testimony, p. 45; Kahn, Tr. 2411.

Kahn, Tr. 2415-20; ACSI Exhibit NO.4.

Zarakas/Caldwell, Tr. 528-30.
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the shortest, and therefore cheapest, loops from the sample is to understate the loop

investment. ACSI recommends adjusting BellSouth's loop sample to reflect all loops in

the BellSouth universe. 56

5. BellSouth's Loop Weis:hting

In its loop sampling process, BellSouth used data from its CRIS database to weight the

relative proportions of business and residential loops. This database differs from publicly

available ARMIS data. s7 ACSI recommends that BellSouth's proposed rates be adjusted

for weighting based on company-specific ARMIS data.

6. Shared Cost of Support Structures

ACSI recommends adjusting BellSouth's proposed rates to reflect forward-looking

sharing of support structures based on increased opportunities for sharing as new CLECs

enter the market. 58

7. Reduced Maintenance Expenses Due to Productivity Gains

ACSI recommends adjustment ofBellSouth's maintenance expense calculations, which are

based on its estimate of maintaining plant currently in place, to reflect forward-looking

expected productivity and the savings from using new technology. 59

8. Wholesale Discount

ACSI recommends adjusting BellSouth's proposed rates, which are based retail cost, for

avoided costs using the discount percentages developed by the Commission in Docket No.

56

57

58

59

Kahn, Tr. 2424-25.

Kahn, Tr. 2425-26.

Kahn, Tr. 2426-28.

Kahn, Tr. 2428-32.
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6352-U. 60

9. Shared and Common Costs

ACSI recommends that the mark-up for shared and common costs be reduced to 15

percent ofdirect costs as a reasonable forward-looking estimate for such cost allocation

by a participant in a competitive market. 61.

Summary of ACSI's Adjustments

The above adjustments result in a cumulative reduction to BellSouth's proposal of $9.23

per loop per month as summarized in the following table: 62

ADJUSTMENTS TO BELLSOUTH -GA DIRECT COST

ESTIMATE FOR THE UNBUNDLED POTS LOOP (SLl)

BellSouth Proposed TELRIC Price
BellSouth Estimate, Direct Cost

Depreciation
Cost ofMoney
Fill Factors

Distribution
Feeder

Sample Issues
Loop Sample
ARMIS Weights

Support Structures
Maintenance Expense
Subscriber Line Testing
Retail
Common

Ad·usted TELRIC Price

$20.57
$16.58

ACSI Estimate
$15.75

14.09

13.16
12.95

12.61
12.04
11.76
11.40
12.13
9.52

11.34

$11.34

Incremental Effect
($0.83)

(1.59)

(1.09)
(0.27)

(0.34)
(0.72)
(0.41)
(0.45)
0.73

(2.61)
1.82

60

61

62

Kahn, Tr. 2432-33.

Kahn, Tr. 2433-39.

ACSI Exhibit NO.2.
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The above analysis used BellSouth's proposed SL1 TELRIC loop rate of $20. 57 as a starting

point. This was BellSouth's proposed rate when ACSI filed its rebuttal testimony on August 29,

1997. In its surrebuttal, filed on September 8, 1997, BellSouth lowered its proposed SL1

TELRIC rate by seventy cents, to $19.87, to reflect corrections by BellSouth not related to the

above adjustments. 63 Accordingly, the above result should be reduced by roughly seventy cents.

While the foregoing discussion has focused on the SL 1 unbundled loop rate, adjustments oflike

magnitude are appropriate for all rates proposed by BellSouth to correct assumptions that are not

forward-looking in BellSouth's cost modeling.

In addition to the above adjustments, BellSouth's proposed rates must also be deaveraged

to reflect geographic density. The FCC stated in its recent order in Ameritech's Section 271

application for Michigan that BOCs, such as BellSouth, must not only provide unbundled

elements at prices based on TELRIC principles but also that such prices be geographically

deaveraged. The FCC noted in its order that:

[e]stablishing prices based on TELRIC is a necessary, but not sufficient, condition
for checklist compliance. In order for us to conclude that sections 271(c)(2)(B)(I)
and (ii) are met, rates based on TELRIC principles for interconnection and
unbundled network elements must also be geographically deaveraged to account
for the different costs ofbuilding and maintaining networks in different geographic
areas ofvarying population density. Deaveraged rates more closely reflect the
actual costs of providing interconnection and unbundled elements. Deaveraging
should, therefore, lead to increased competition and ensure that competitors make
efficient entry decisions about whether they will use unbundled network elements
or build facilities. 64

BellSouth has testified that the Commission should not consider deaveraged rates for

63

64

Caldwell/Zarakas, Tr. 452-54; BellSouth Exhibit No.7.

Ameritech Order, ~ 292.
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policy reasons, stating that rate rebalancing and Universal Access Fund issues muse be resolved

prior to deaveraging. 6s However, following BellSouth' s election of alternative regulation,

maximum rates are fixed for five years. a.c.G.A. § 46-4-166(b). ACSI urges the Commission to

segregate the issues of unbundled element pricing and universal service. Universal Access Fund

issues are not a proper subject for this proceeding. The Commission has opened Docket No.

5825-U for implementation of the Universal Access Fund. ACSI supports universal service, is

currently paying into a universal service fund, and will participate in future proceedings to further

refine universal service mechanisms.

The only deaveraged rate proposals contained in the record are the results of the Hatfield

Model and the limited discussion contained in the prefiled testimony ofBellSouth Witnesses

Scheye and Varner.66 BellSouth's deaveraging proposal can be used to factor ACSI's proposed

adjusted rate into urban, suburban and rural rates. BellSouth has modified its proposed rates on

numerous occasions since their original filing on April 30, 1997; however, analysis of the

deaveraged rates in both Mr. Scheye's testimony and Mr. Varner's testimony reveals that the

ratios for urban, suburban and rural rates are constant. ACSI recommends use of the latest

deaveraged rates proposed in Mr. Varner's testimony to calculate ratios for deaveraging. Mr.

Varner proposes an urban SLI rate of$20.06 compared to a statewide average of$25.80.

Therefore, ACSI recommends that the Commission establish an urban loop rate that is no more

than 77.8% ofthe statewide average.67 Suburban and rural rates could be established using

similar ratios.

6S

66

67

Scheye, Tr. 106-08.

Scheye Tr. 110-11, Varner, Tr. 179.

20.06 +- 25.80 = .778.
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VII.

CONCLUSION

ACSI urges the Commission to adopt deaveraged rates based on forward-looking

TELRIC principals. The Commission should reject BellSouth's proposed rates based on historic

cost and implement the adjustments to BellSouth's TELRIC rates, including deaveraging,

proposed herein. ACSI urges the Commission to reject BellSouth's proposed non-recurring

charges for loop provisioning as anticompetitive and discriminatory. The Commission should

adopt a single non-recurring charge for loop provisioning with terms that meet the needs of the

CLECs, with regard to cutover timing and duration, aTELRIC-based non-recurring charge that

reflects the work involved, and pricing that is in parity with charges by BellSouth to its own

customers for initiation of service.

This~day of October, 1997.

Respectfully submitted,

;L~~12~==
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Based on the evidence and the argument. presented, we find
that che exchange of this information is vital for ALEC. to be abl~

to effectively compete. Since BellSouth already ha. the capa~ility

to: do so, we find ·that SellSouth must. develop an electronic
interface for customer usage data transfer, a. soon as pos8ible.

Local Account Maintenan~

gellSouth's witness Calhoun states that AT&:T_ defines local
account maintenance in ita pe~ition as the means by which B.llSo~th
can updat~ information regarding a particular customer, such as a
change in the cu.stomer! s features or services. Witness Calhoun
also states that changes to a customer'. feacures or services will
be initiated by AT&T, and therefore, will be'handled through the
normal service oraer processes. Witness Calhoun states ~hat there
are excep~ions co this when an end user customer Iwitch@s from one
ALEC to another· and the rl!!'sold service is a .BellSouth service.
Witness Calhoun adds' that AT&'!' has requested electronic
notification of-these changes on a daily basis, which BellSo\1th has
agreed to prOVide.

Witness Calhoun states that another exce~tion is tha~ AT&T haa
requested the capability to initiate PIC. changes on resold lines
through a local service request. Witness Calhoun states that
BellSouth has agreed to accept t:hese orders, and is currently
evaluating the data elemencs necessary to include them in an EO!
ordering inc.rf~c.. .

In addition, AT&T".xplains that local accoun~ maintenance is
the means by wh~eh a carrier can update information regarding a
parti.cular cuscomer, such as a change in the customer's long
distance carrier. AT.T's wicness Shurter aaserts that elec~ronic

ineerfaces would allow ATrt1' customers to have their accounts
updated· promptly and accurately.

Baaed on tha arguments and evidence presented, we find that
BellSouth shall be required to develop "electronic interfaces for
local account maintenance. Such interfaces shall be developed as
soon as po.sible.

3. Cost R~;pvery

Mel's witness Martinez s~ates that eaCh party should bear its
own costs of implementing necess.ry electronic interfaces. Witness
Mar'~inez·further·asserts that MCl has a tremendous cost to beAr
with reapect to putting those aYI~ems in place. In its "brief, AT~T

also asserts that the COlts associated with implementing electron~c



ORDER NO. PSC·96-l579-FOF-~P

DOCKETS NOS. 960833-TP, 960846-TP, 960916-TP
PAGE 87

interfaces Qhould be .hared equitably among all parties who benefit
from those interfaces, including BellSouth.

. 8e11Soueh's witnes. Schey. argues that AT&T has ignored the
significant -co.es a8sociated with the development of &u~h
interfaces. Witness Sch~ye .tate. that .once thea. ~osts are

..finalized, BellSouth will propo.ea C08t recovery m~chanism

designed to recover all the coat.s related to .the provisioning of
elect.ronic interfaces. - .

. -
While the cost.. of implementing these electronic interfaces

have not been completely idencified, Be11South did provide some
cost estimates and some initial e08ts of developing such .ystems.
Sased on the e,vidence, we find that .these operations support
systems are nece.8a~ for competition in the 10cal- market. to be
successful. We believe that both the new en~rants and the
incumbent LEes will benefit from having efficient operational
support. systems. ThUS, all parties shall be responsible for the
cost.s to develop and implement such systems. We note that this is
che stance the FCC has recently taken with cost recovery ~or number
por'tability. However, where a .. carrier negotiates for the
development of a system or process that is exclusively for that
carrier, we_do not believe all carriers should-be responsible for
the recovery of those costs.

Based on the toregoing, each party shall bear its own cost of
devel~ping and impleme~ting electronic in~erface systems, because
t.hose syst~ms will benefit all carrie~. If a system or process is
developed exclusively for a certain carrier, however, those costs
shall be recovered from the carrier who is requesting the
customized system.

F._ Poles, Ou~ts and Conduits

Section 2S1(b) (4) of the Act deals with access to_rights-of­
way by requiring that all local exchange carriers have the
follo'«ing,duty:

(4) ACCESS TO RIGHTS-OF-WAY. - Tile dut.y to a~ford access
to poles, ducts', conduits, an~ right8-of way of such
carrier to competing providers -qftelecommunications
••rvices on rat.•• , terms, and conditicn~ that are
<=on9is~ent wit.h -section 224.

The section referred to ~herein, Sectio-n 224, is titled
REGULATION OF POI£ ATl'ACHMEN'l'S and addresses the regulation of·
poles. ducts, conduit an~ rights-of-way~
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covers on the directories. Mel argues that ~the Commiesion should
ord.r-Be~South to require, as a condition of Bel1South providing
its customer ligeing~information to SAPCO , that BAPCO allow MeI to
have such an-appearance on the directory cover.~ .

. S"llSouth. argues that the isaue of plating a~ logo on a
direceor.Y cover is no~ subject to arbitration under Section 251 of
the Act ~ Be.llSouth state. that the Ace only requires the inclusion
o~ .ubecriber listings in the white page directories, which
Be~lSouth h.~~a9reed to do.- SellSoueh's witne•• Schey. explain.
that BellSout~s directories are publi.hed by a ••parate affiliate,
BAPCO. Any <:;ammillsion decision on t.his i.,sue would affect t:.he
interests o~ "B'APCO, which is not ~ party to these proceedings.
BellSouth. asse.rt:.s chat where directory publishing is concerned.
AT&T and MeI should n.qotia~e with BAPCO, not BellSouth.

BellSouth further argi.1es that Section :2 51 (b) (3) cha:-ges it
.....i th a duty, =.in rl!t9pec:t. to d±-aling parity, only to provide
compet.itLve L~CS with nondiscriminatory access to telephone
numbe.rs, op.r~or services, directory ass ist:.ance, and directory
.listing. I!1 a~ition, Sel1Sou.th arg"..l.es that:.- Section 271 of the Act
requires it to...srovide to other t:.elecommunications carriers.accf!ss
and interconneetion that includes n [wJ hit.e pages directory listings
for customers of the other carriers' telephone exchange service,"
in order t:.o eAter the interLATA market. 5ellSouth notes that
Section 271 does not:. include logo appearances on directory eovers.

AT&T's witoges.s Shurt.er concedes that the FCC's Order addresses
branding in ffte context ot operator services and directory
assistance se~icest but does not address directly the branding and
unbranding ofot.her ~useomer services.

-
We finQ that the obligation of BellSouth to provide

interconnection with i t,e ne~wor](, unb\.lndled acceS8 to network
elements, or to offer telecommunica't:ions services for re••1._ to the
comp.etit.ive LECs does not embrace an obl:!:.gaticn to provide a logo
appearance on Lts directory covers. In the absence ot-any express
or implied lan~age in ei~her ehe Act or the rules to impose such
an obligation we will noe grant ATT's an~ MCl's reque.ts on this
issue. Therefore,. we ~ind, i~ appropriate that it. be left for AT'T
and MeI to nego~at.. with the directory pub~1aher for an appearance'on the cover of the white page and yellow page directories.

L. Interim Number Portab~lity Solutions and Cost Recovery

Sec:t.ion 251 Cb) (2) of r:he Act ·requires all local exchange
comp&nies to provide. to the extent technically feasible, number
portability in accordanc.e with· requirements prescribed bv che
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Commis.~on. The Act. at. sect.ion 3 (30) defines the term "number
portability~ to mean the ability of user. of telecommunications
services to retain, at the same location,. _xi.ting
telecommUnications numbers without impairment of quality.
reliability. or. convenience when .~itching from one
telecommunications carrier to another.

On July 2, 19.96, in the FCC' 8 First - Report and -Order on
Telephone Number Portability, 96-833, the FCC int.erpreted the
requirements of the Act to require local exchange companies to
offer currently available methods of number port.ability, such as
remote call forwarding (ReF> and dir@ct inward dialing (DID). The
FCC has labeled these methods of providing number portability as
-temporary" number portability methods. t:-he ·FCC required the LEcs
to offer number portability through RCF, OI~, and other compara~le

methods. because they are the only met.hods that curxently are
technical~y feasible.?rder 96-833 1 110.

AT&T requests that we require BellSouth· to provide the
following interim number. por~ability solutions: l) remoce
c::allforwarding; 2) direct in..,-ard dialing; 3) - route index
portability hu~; and 4) local exchange routing guide reassignment
at the NXX level. (LERG)

BellSout:h agrees to provide all of these tempora.ry nurr.ber
portability cpt.ions. However. BellSout.h expects t.he ALEc:s to
reci~rocate these capabilities. AT&T argues that the FCC: order
does not. require new entrants to provid. interim number
portability. However, we point out that section 251(b) (2) of the
Act, as well as paragraph 110.of Order 96-833, ages require all
local exchange companies, including ALECs, to provide numb~r

portability. Therefore, we· ~onclude that the ALECS shall provide
t.he same temporary number portabi1 i ty methods as t.hey requ.sc.
BellSout.h to provide .

. Section 251(e) (4) of the Act requires that all carriers bear
the cos~s of establishing numb~r por~ability. The FCC established
criteria t.o determine an appr~priat. coat recovery method. First,
the FCC prop.o.ed that: t.he ;-ecovery method should not. hav~ a
disparate effect on the 1ncremeptal co.~s of competing carr~ers

seeking to serve the same customer. The FCC interprets this to
mean that the incremental payment made by a new entrant for winning
a customer that porta hi. number cannot pu~ the new entrant at an
appreciable cost disadvantage relative to any ot.her carrier that
could serve that customer. See Order 96 -833 1 132.. Second, the
FCC determined that an acceptabl~cost recovery method should no~

have a disparate effect on the abilit.y of competing service
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providers to earn normal returns on their invest~ent8. See Order
96-833 1 135. -

- -
The FCC order identifi-es various methods. o:! cost -recovery tha.t

meet thlese criteria. The first method is "1;.0 a.llocate number
portability costa bas~d on a carrier's number of active telephone
numbers rela~iv. to the total number of active -telephone nunm-rs in
a service are.... - A second -method 1. to a110c:at.- t.he costs of
currently available mea.ures bet-ween all t:elecommunications
carriers and the incumbent LEes based on each c.r~r'. grQa8
telecommunications revenues net of ch.rges to other Carriers. A
third competitively neutral cost recovery method would. to assess
& uniform percentage-assessment on a carrier's gros. revenues 1es.
charges paid ~o-other carriers. We find that all three of these
methods produ~ esseneially the same result r~l..ti-v:.e too the
distribution of coats between carriers. The final method, t-aat the
FCC believes would meet its criteria is to require each carrier to
pay for i~s own coses of currently available number ;Portabili:y
measures.

Our existing poliey on co~t recovery of temporary number
portability-requires that only ~he new entrants pay faP temporary
number portability solutions. The FCC's order clearly prohibits
this method of cost recovery. The FCC requires Hsts to be
recovered from a.ll carriers. In Docket No. 950737-n. we will
a.ddress the cost:. recovery issue as it"relates to t"he provision of
temporary number portability. All carriers, of cour~e, are not
represented in eh. instant proceeding. Moreover, we ~elieve the
cost -recovery issue should be resolve~ in a generic in~estigati?n.

Nevertheless, we determine that we should establish an interim cost
recovery method until the proceeding in Dockee Nc. 950i37"'"'-TP is
complete. Thus, becaus. the parties in this proceeding have not
provided any cost information for mo~t of the temporary nu~r

portability method., we find itapp~opriate to o~der tha~ each
carritllr pay ita own coat;s in the· p~ovision of temporary" nUrrU;,er
portability. Further~ we order all telecommun~cationscarriers in
this proceeding to track their costs of ?rov~ding temporary number
portability with 8ufficient detail to verify ehe cost., ~n ord1!r to
facilitate our consideration of recovery of these cost. in Docket

_No .. _95 0~ 3 7 - TP .

M- . The Pricing of Switched Access

This is'sue concerns whether ~he provisions of Sections 251 arid
252 of the Act apply to switched access. AT&T-argue. tha~ both
switched access charges must be priced according to See~ion
2Sl(a) (1) at economic cost. If AT&T is correct, it would mean that
the rates that ~ellSouth charges for switched access would fall
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COMM1JNICAUON SERVICES OF )
COLUMBUS, INC. AGAlNSf BEILSOUTB )
TELECOMMlJNlCATION8, INC- )
REGARDING ACCESS TO UNBUNDLED )
LOOPS )

DOCKET NO. 781S-U

COMPLAINT OF AMERICAN COMMUNlCAUON
SERVICES OF COLUMBUS, INC-

American Communication SetVius ofColumbus, Inc. eACSI") hereby files thin complaint

. against BeUSouth Telecommunications, Inc. ("BeIlSouth") and as grounds thc:r-efor states as

follows:

L PRELIMINARY

1.

Federal and State laws intended to promote competition in the telecommunications

industry require inaunbent local exchange companies. such as BeUSol.Jth. to provide

nondisaiminatory access to unbundled loops. ACSI is one ofthe earliest providers of

competitive switched seiVice in Georgia and is the first competitor to request a signifiCi8Ilt DWDber

ofunbundled loops from BeUSouth. ACSI bas ~enc:ed excessive delays in obtaining

unbundled loops from Bel1South, Ul1teasonable service interruptions in switching aJstomers to

those loops. and. frequent service disroptions to customers connected to those loops. In addition,

ACSI recently began serving aIStomers in Georgia by reselling BeUSouth seMce9. While ACSrs

resale experience to date is IiJnitaj, ACSI has already experienced some ofthe same provisioning

delays and service disruptions. Be1lSouth's failure to provide proper competitive intercomection

08/21/97 THU 13:28 [TX/RX NO 9329]



14,28 FROM'

and ace:ess jeopardizes theab~ ofcompetitive service pro~dcrs to a1trac::t and rdain OJStomers

and, therefore" threatens the development ofc:omperilive maxbts in Georgja.

2.
,

On Dec:ember 23. 1996, ACSI filed a complaiIlt with the Commission against BellSouth

based on the diffiaIltics ACSI experienced with BenSouth's provisioning ofACSI's initial orden

for unbundled loops in Novemb« and December, 1996. The Commission designated that ...

complaint Docket No. 7212..U. ACSI also filed a complaint with the FCC based on the same

f4cts. Because ofthe ongoing difficulties suffered by ACSI with unbundled loops purchased from

Be1lSouth, and efforts by ACSI and Be1lSouth to settle the compl.aiJ1u\ the procedural ::clledule

fOr Docket No. 7212..U could not be completed within the 180 days mandated by O.C.G.A § 46­

5-168(c). Accordingiy, on June 19, 1997. ACSI filed a Motion to Wrthdra.w its Complaint

WnhoutPr~ce.. This Complaint seeks redress ofthe same unbundled loop problems

. complained ofin Docket No. 7212-U and the CODtinuing difficulties experienced by ACSI as a

CLEC providing competitive services in BeI1South's Georgia tecritory.

II. STATEMENT OF FAcrs

3.

ACSI is a competitive local czcbange c:mier certific:ated to provide switched and

dedicated loc:a1 exc:bange service in Georgia.. Acsrs parent company. American Communicatiol13

Services. Inc~ through its subsidiaries. operates 28 fiber optic networle:s throughout the United

States, primarily in the southern and southwestern~ and has 8 such networks under

construction.

-2-
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4.

On Dcccmber 12. 1995, theCo~graDted Certificate ofAuthority No. 960 to

ACSI for the provision ofU2terLATA intr:l$13te telecomrmmicatioiis in Georgia.. More
,

specifieally, the Comnrission granted ACSI authority to provide special access and decU,:atcd'

private line semce in the Columbus. Georgia. area. In addition, on June 21, 1996, the

Commission graDted to ACSI Interim Certific:a:te ofAuthority No. L-O15 to provide switcbr:d

local exchange services.

BeIlSouth is a Regional Bell Operating Company that. provides switched local ~3:bange

and othec telecommunications services in Georgia and eight other Southern states. BeIlSouth is

the incumbent provider ofswitched local ==bange service in Colum~ Georgia.

6.

ACSI opentes a fiber' optic network in Columb~Georgia.. ColuDJbus is the first city to

be offered competitive switcl1ed local exchange service by ACSL

7.

On July 25, 1996, ACSI and BeI1South enten:d into an Interconnection Agreement

rJ,nterconnc:e:tion Agrc:emc:ne"). On August 13. 1996, ACSI flied a Petition for Arbitration with ,

this Commission, Doc;ket No. 6854-U, requesting the Commission to resolve certain UDbundling

pricing issues. On October 17, 1996, ACSI and BeUSouth signed an Amendment (*Amendm~)

to the Intet"comec::tion Agreement addressing all OUtStanding issues and, in partic:ular, the pricing

ofunbund1ed loop~ as a settlement ofACSl's Pc:tition for Arbitntion. The Interconnc:tion

A8J:eerncnt between ACSI and BeIlSouth, including the Amendment.. was approved by Order of

the Georgia Public Service Commission ("Commission"') in Docket No. 6881-U signed by the

-3-
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Chairman and Exec:utM: SccretaIy on November 8, 1996.

8.

On December 20~ 1996, ACSI and BeDSouth entend intoh agreehW'JDt regan:tiDg the

-
resale ofBeIlSouth's services by ACSI (the "Resale Agreemeotj. The &:sale Agreement .

between ACSI and BcUSouth was approved by order ofthe CommiS$iOD inDoclcet No. 72So-U;

signed by the Chairman and Excc:utive Secretary on March 14, 1997.

9.

The Interconnection Agreement provides specific dc:tail as to the provisioning of

unbundled loops (Section IV), including Order Processing (Section IV.C), Conversion of

Exchange Service to Network Elements (Section IV.D), and Service Quality (Section IV.E). The

relevant provisions ofthe Interconnection Agreement are att.a.ehed hereto as Exhibit A Section

IV.C.2 ofthe Interconnection Agreement provides that "Order processing for unbundled loops

shaD bem~ized,in a form subsbmtiaDy similar to that currently used for the ordering of

special access seIVices."

10.

The Interconnection Agreement also explicitly requires certain processes for the

Conversion ofExcbange Senri.ce to NetworkElements (Section IVD). This conveaie,n process

is designed to be a seamless process ac.cording to whic:b a baIf-bour altOVer window is agreed

upon by the parties 48 hours in advance, ACSI and BellSouth coordinate: the eutove:r, and the

customer is not disconnected for more than S minutes. Be1lSouth also must coordina.tf:

implementation ofSecvice Provider Number Portability (SPNP) as part ofan unbundled loop

instaIIation. The fOnowing are among the key provisions ofSection IVD:

D.l IDstanation intecvals must be established to ensure that service can be e:ublished
via unbundled loops in an equivalent timeframe as BdISouth provides services to

~4-
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its own aJStomers.. as me:asued from the date upon which BdISouth receives the
order to the date ofaJStomer ddivery.

D.2 On each unbundled network element order in a win:: center.. ACSI and BeI1South
will agree on a aJtOYQ" time at least 48 hours belfiri that e::utoVer1ime. 1'he
cutcr:er time will be defined as a 3Ckninute window within which both. The ACSI
and Be11South personnel will make telephone oonr.act to complete the Q.ltOVer~

D.6 The standard time expected tram disconnection ofa live Exchange Service to the
c:onncdion ofthe unbundled element to the ACSI collocation arrangement is 5
minutes. IfBeUSouth cwscs an Exchange Savice to be out ofservice due solely
to its fallw-e for more than 15 minutes, BeUSouth will waive the non-reeurring
charge for that unbundled element.

Wrthin the appointed 3o..minnte artow.r time; the ACSI oontaa 'Will caD. the
BeUSouth contact designated to perform aoss-connedion work and when the
BeIISouth contact is reached in that interw1, such workwill be promptly
perfol1lled.

D.3

D.7 Ifunusual or unecpected circumstances prolong or extend the time required to
accomplish the coordinated eut-oVer, the Party responsible for such circumstances
is re$pOIlS1ole for the reasonable labor dmges ofthe other Party_ Delays causM
by the customer are the responsibility ofACSL

D_S IfACSI has ordered Service Provider Number Portability (SPNP) as put ~fan
unbundled loop installation. Be11South will coordinate implementation of·5PNP
with the loop installation.

11.

Since placing its initial orders for unbundled loops in November 1996, ACSI bas

e«perieoced Dl1ll1etOUS problems with the quality ofservice for unbundled loops it purcbases frOI.Il

BeIlSouth, including excessive service~ptiODS during loop p~visionin& 1ac:k ofcoordination

ofnumber portability with loop provisioning. excessive volume losses and unexplained service

disruptions.

-5~
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12.

On or before NOv=tber 19,. 1996,. ACSI placc:d its first three orders for unbUDdled loops

inCo1~ Georgia,. requesting artovec ofme mstomers to AGSI service on NCJVCIIJber 27,

-
1996. All three aJStomers involved Plain Old Tdcphonc Service rpOTS") lines, the simplest

possible altovcr-. Each oftbe three orders included an order for Service Provider Number

Portability ("SPNPj. Pursuant to the proc:ess established in the Inr.erconnect.ion Agreement,

ACSI submitted. its first orders for unbundled loops through completion and submission ofthe

Service Order foan specified in the Facilities Based Canier Opetating Guide \FBOO"). These

order's wen: confirmed by Be1lSouth on November" 25 and 26. In wUing ova' these thR:e

QJStomers onNo~ber27, 1996, BcIlSouth completely failed to comply with the cutover

proccdw-es established in Section IVD.ofthe IntercoIUlec;tion Agreement. As described more

fully in the following pangraphs,. the affected aJStomers on those orders are Corporate Center,

Jeff'erson Pilot and Mutual Life Insur3nce Company.

13.

On October" 29, 1996,. ACSI submitted a request that BcI1South assign Comorate Cql1;er

to ACSI in its Line Information Data Base ("LIDB"). An.A~ Semce Report ASR to

provision ofunbundled loop to ACSI for serving this customer was submitted on November 25,

1996. BeUSouth c::onfirmed the request due date ofNovember 27, 1996, and atternptecl to art

over the~mer at that time. Bel1South"s initial attempt to provision an unbundled loop to

ACSI &i1ed OD November 27, 1996, causing the customer to be disconnected from allloca1

services for over 24 hours. The c:ustom.ee was returned to BellSouth local exchange service On

November 28, 1996,. and the due date for loop provisioning to ACSI Il:SCheduled. Wtiimatdy,

BeUSoutb. re-attempted installation on January 7, 1991, and the cutovet" occurred in less than one
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hour.

14.

On November 19. 1996. Aq;r submitted a request that BeIlSouth assign Iefi'er.pnPilot

to ACSI in its LIDB da13base. An ASR to provision an unbundled loop to ACSI for sccviDgthis

aIStomer was submitted on November" 20, 1996. BeDSouth c:oufi:r.mcd the requested due date of

Novem.b« 27. 1996. and attempted to an over the alStorner at tbal time. During BcUSouth's

attempt to provision an unbundled loop to ACSI on this date.. however. the c:ustomer '\'1115

disconnected for approximately 4-5 .hows. When the unbundled loop order was implemented and

ACSI began provisioning local exchange service to the wstomer it was discovered that BeIlSouth

fmcd to implement ACSrs order for SPNP on this line. Calls placed to the customer":, old

(BeUSouth) telephone number were not being routed to the new (ACSI) munber. A3 a result,. the

custo~-abusiness se1IiDg insunnce servic:es-was able to place outgoing c:alls. but Q3Ulcl not

rec:eive any incoming c:alls.. Calls dialed to the old1:dephone numf:x:r rca:ived aBdlSOfJth

intercept message stating that the number had been disconnected.

15.

On NovembC:r 19. 1996. ACSI submitted a request that BcUSouth assignMaW Life

Insp,ra.nce Company to ACSI in its LIDB dataMse. An ASRto provision aD. unbundled loop to

ACSI for saving this custoMer was submitted on Novanber 20, 1996. BeU.South comirmed the

requested due date ofNovember 27. 1996, and attempted to alt over the aJStomer at t.hat time.

During BeUSouth's attempt to provision an unbundled loop to ACSI on this date, the customer

was disconnected for approximately 6-7 hours. As with Jefferson Pilot, aftcI" the unbu.'Odled loop

order was implemen~ it was disco~ered that BdISouth fiilled to implement ACSI's order for

SPNP. ThuS, Mutual Life was also unable to receive c:a11s placed to its old telephone number. and
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eaIlers instead recei'ved an interc:;lept message stating that the number had been disconnected.

16.

Columbus, Georgia is a relatively small and close-Icnit amBnunity_ 'Ibis litany ofservice

&iIures quickly threatened to permanently poison ACSrs business reputation for being able to

provide high quality local telecommunications services. Faced with the prospect ofsuch

permanent injury, ACSI was forced to suspend the submission ofunbundled loop orden; until jt

could be comfortable that BeIlSouth's provisioning problems were rectified. despite the fact that

ACSI had invested heavily in(j()~ a competitive local exchange networlc and deploying a

sales force. Therefore, on or about December 4, 1996, ACSI infonned BeJlSouth ofits specific

concerns arising from these provisioning failures and instrocted it to place all ofits pending orders

on hold until the problems could be rectified.. After ACSrs request to put further orders on hold,

however, three BeIlSouth customers for whom ACSI had requested comrersion to ACSI semce

were nonethdess disconnectf:d by BeD.South, resulting in sevcce senice impacts for t.h.ese

QJ$tOInen. As described more fully in the fonowing paragrap~ these additional problems

a.ffec:ted ACSI aJstomecs Joseph Wiley, Jr., Cunen '& Associates, and Carrie G. Chamn.~.

17.

The aIder for Joseph Wiley. Jr. was i:ni.tially submitted as a LIDB storage request on

Novembez- 19, 1996 and an ASR was submitted on Decembec 2, 1996. Service was requested to

be installed on December 4, 1996. BeUSouth. conmmed the requested due date and time. On·

December 4, 1996, the aIstomer experienced multiple disruptions in his Be1lSouth ses:vice, which

continued through December S, 1996. BellSouth was unable on this attempt to establish service

through the use ofunbundled local loops. ffitimately, an unbundled loop was provisioned but not

until January 3, 1996.
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18.

The order for Q1Jleg " Associates was initially submitted as a LlDB storage n:quest on

November 19. 1996 ~d an ASR was submitted on December 4·l996. Service~ ruflleSted to
-

be inst.a.lled on December 4, 1996. BeJISouth eonfirmed the requested due date and time. On

December 4, )996, the customer eq>erienced multiple disruptions in its BeDSouth seni~ and

BeUSouth's initial allover attempt ended without establishing service through unbundlEd loo~s.

Ultimately, an unbundled loops was provisioned but not umil December 23, 1996.

19.

The order for Carrie G. Chandler was initially submitted as a LIDB storage request on

November 19, 1996 and an ASR was submitted on December 2, 1996. Service was l'ClIUested to

be installed on December" S, 1996. BellSouth confirmed the requested due date and tiIIle. On .

December S, 1996, the customer experieneed multiple disruptions in its BeUSouth service, which

were unexplained. BeUSouth did not successfully install an unbundled loop until Januaty 7, 1997.

20.

As a result ofBellSouth's failure to implement the procedures agreed upon in the

Interconnection Agreement with regard to provisioning ofunbundIed loops,. BeUSouth itself

retained customers that signed-up for ACSI service. In addition to causing damage to ACSfs

reputation as a pnwider ofhigh quality telecommunications services, BelISouth has dir-ec:dy

caused ACSI to lose the revenues associated with its planned unbundled loop orders.

21.

In the process ofresponding to ACSrs inquiries on unbundled loop~ BellSOUlth revealed

severe shortcomings in its loop provisioning procedures. On December 4, during a eonference

call with ACSI, a BeJlSouth Executive Vice President, Ann Andrews, infbnned ACSI that
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BeIlSouth will DOt provide basic; provisioning fi.Inctions (such as oIder sta1Us, jeopardies against

the due date. etc.) that are routinely provided to spcc:ial aec:ess custom.as.. Ms. AndRws stated

that these functions would not be perfonned because they are not Performed for BdlSouth end

users. These statements were in direct contnrvention ofSection IV.C.2 ofthe Inten:onnection

Agreement which ensures similar order processing to that aJ1Tently used for spcc:ial a.ca:ss

services. BeJISouth·s entire approach to unbundling indicates that the c:;ompany has failed to

commit the resources to establish the unbundled loop processes agreed to on July 25, lS196 With

ACSl Furthermore.. it indicates that the personnel implementing the Interc:ormeaion Agreement

at the time either did,not understand or did not intend to c;omply with that agreement.

22.

Until Decembex- l~ 1996, Be1ISouth also retUsed, despite repeated requ~ to provide

provisioning intervals for: a) the time betWeen the placement ofan order by ACSI and fum order

confirmation by BeUSouth and b) the time between the placement ,ofan order by ACSI :md

cutover ofthe aIStomer to ACSl On December 12, 1996. BeJlSouth committed to: a) 48 hours

between the placement ofan order and finn order c:onfinnation and b) offered to agree 'to S days

from the placement ofan order by ACSI to cutover. Of~ these timefi:ames WCfe not put

into pl3.ctice at that time. BellSouth bas not agreed to these intetV8ls in writin& and ACSI

continues to have significant problems 'With both finn order c:onfinnations and BeUSouth altowr

intervals.

23.

ACSI has worked diligently to advise BellSouth ofthe difficulties it encountered in

obtaining unbundleclloops. Since December 1996, ACSI has been ,in almost constant

communication with BeUSouth including oorrespondence, phone calls and meetings at various
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